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SUB J : ITALY TERMINATES PRIOR IMPORT DEPOSIT AND TAKES OTHER 
CREDIT MEASURES 

REF.: (A) ROME 3784 
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1. /SUMMARY./ INTERMINISTERIAL CREDIT COMMITTEE MET AND ISSUED 
PRESS RELEASE MARCH 21 IN WHICH FOLLOWING DECISIONS WERETAKEN: 

(1) PRIOR IMPORT DEPOSIT WILL COMPLETELY TERMINATE EFFECTIVE 
MARCH 24; (2) PRESENT 15 PERCENT CREDIT CEILING APPLICABLE 

TO INDIVIDUAL BANKS WILL TERMINATE APRIL 1; (3) BANK OF ITALY 
WILL GIVE PREFERENCE IN REFINANCING TO BANKS WHICH HAVE LOWERED 
THEIR INTEREST RATES ON LOANS AND DEPOSITS AND TO BANKS WHICH 
HAVE INCREASED THE SHARE OF THEIR LOANS FOR FINANCING EXPORTS 
AND AGRICULTURE; AND (4) NEW SYSTEM FOR AUCTIONING ORDINARY 
TREASURY BILLS WILL BE INSTITUTED TO PERMIT NON-BANK INVESTORS 
TO PURCHASE THESE BILLS. MOTIVATION OF MEASURES IS DESCRIBED 
AS DESIGNED TO COMPLY WITH INTERNATIONAL COMMITMENTS AND TO 
SLIGHTLY RELAX CREDIT POLICY IN FACE OF ECONOMIC DOWNTURN. 

/END SUMMARY./ 

2. /PRIOR IMPORT DEPOSITS./ IN FULFILLMENT OF COMMITMENTS 
MADE BY ITALY TO INTERNATIONAL ORGANIZATIONS (IMF AND EC) 

(REF A) AND IN RECOGNITION OF IMPROVEMENT IN ITALY'S BALANCE 

OF PAYMENTS POSITION, INTERMINISTERIAL CREDIT COMMITTEE DECIDED 
ON MARCH 21 TO TERMINATE, AS OF MARCH 24, 50 PERCENT PRIOR IMPORT 
DEPOSIT ON CERTAIN GOODS WHICH HAD BEEN INTRODUCED ON MAY 2, 

1974. ITALIAN AUTHORITIES ALSO ARE HOPEFUL THAT ELIMINATION 
OF PRIOR DEPOSITS WILL BE HELPFUL IN HEADNG OFF RESORT TO TRADE 
RESTRICTIONS ON THE PART OF OTHER COUNTRIES. EFFECT OF 
MEASURE WILL BE GRAUDL RELEASE OF ABOUT 1,200 BILLION LIRE IN 
FROZEN DEPOSITS SIX MONTHS FROM DATE OF ORIGINAL DEPOSIT. 

3. /INDIVIDUAL BANK CREDIT CEILINGS./ AS OF APRIL 1, CURRENT 

15 PERCENT INDIVIDUAL BANK CREDIT CEILINGS WILL BE ELIMINATED 
(REF B). MEASURE IS DESIGNED TO FAVOR EXPANSION OF BANK CREDIT 
AND REDUCTION IN INTEREST LEVELS. REDUCTION IN INTEREST RATES 
ON DEPOSITS WOULD, IN TURN, MAKE INVESTMENTS IN MEDIU - AND 
LONG-TERM SECURITIES RELATIVELY MORE ATTRACTIVE TO PUBLIC. 

4. /PREFERENTIAL REFINANCING./ FOR PERIOD OF THREE MONTHS, 

BANK OF ITALY HAS BEEN INTRUCTED TO GIVE PREFERENTIAL ACCESS 

TO RE-DISCOUNTING TO BANKS WHICH HAVE PERCEPTIBLY LOWERED THEIR 
INTEREST RATES ON LOANS AND DEPOSITS AND TO THOSE WHICH HAVE 
INCREASED THE SHARE OF THEIR LOANS GOING TO FINANCE EXPORTS 
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AND AGRICULTURE. 

5. /AUCTION OF TREASURY BILLS./ BANK OF ITALY WILL NOW 
INTRODUCE NEW SYSTEM FOR AUCTIONING ORDINARY TREASURY BILLS 
WHICH WILL PERMIT PARTICIPATION IN AUCTION BY NONBANK BIDDERS 
AS WELL AS BY BANKS. MEASURE IS DESIGNED TO FACILITATE FINANCING 
OF TREESURY DEFICIT AND TO MAKE ADDITIONAL INVESTMENT INSTRUMENT 
AVAILABLE TO PUBLIC. 
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6. /COMMENT./ INTERMINISTERIAL CREDIT COMMITTEE CITES IMPROVEMENT 
IN ITALY'S FOREIGN ACCOUNTS AND DECLINE IN ECONOMIC ACTIVITY 
AS MAKING POSSIBLE AND DESIRABLE REVISION OF MONETARY AND 
CREDIT POLICY. HOWEVER, COMMITTEE CAUTIONS AGAINST DANGER 
OF AGGRAVATING FOREIGN IMBALANCE AND RATE OF INFLATION. 

PACKAGE OF MEASURES IS MEANT TO FACILITATE THE AVAILABILITY 
OF CREDIT AND REDUCE THE COST OF CREDIT AS WELL AS TO ENCOURAGE 
PUBLIC TO SHIFT THEIR INVESTMENTS FROM SHORT-TERM BANK DEPOSITS 
TO LONGER TERM SECURITIES. ELIMINATION OF INDIVIDUAL BANK 
CREDIT CEILINGS IS EVIDENTLY REFLECTION OF BELIEF THAT SUCH 
CEILINGS ARE NOT REQUIRED SINCE GLOBAL DOMESTIC CREDIT LIMIT 
(COMMITMENT TO EC) AND RECENT REVISION IN BANK RESERVE 
REQUIREMENTS (REF D) RENDER THIS THIRD CREDIT TOOL UNNECESSARY. 
FURTHERMORE, ECONOMIC DOWNTURN AND BALANCE OF PAYMENTS 
IMPROVEMENT MAKE RELAXATION OF CREDIT POLICY DESIRABLE FOR ANTI- 
CYCLICAL REASONS. PREFERENTIAL REFINANCING FOR BANKS WHICH 
REDUCE THEIR INTEREST RATES REPRESENTS CLEAR EFFORT BY 
GOVERNMENT TO PRESSURE BANKS AND BANK CARTEL TO RELAX INTEREST 
RATES ON BANK LOANS FURTHER THAN BANKS HAVE BEEN WILLING TO DO 
SO FAR (REF C). PREFERENTIAL REFINANCING OF EXPORT CREDIT 
AND AGRICULTURAL CREDIT IS CONTINUATION OF RECENT CREDIT 
POLICY FAVORING THESE SECTORS. DECISION BY MONETARY AUTHORITIES 
TO PERMIT NON BANKS TO PARTICIPATE IN AUCTIONING OF TREASURY 
BILLS REPRESENTS CONTINUING BOI ATTEMPT TO ESTABLISH MORE 
EFFECTIVE MONEY MARKET IN ITALY.VOLPE 
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